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Japan and Germany Become Fund and Bank ‘embers 


Japan became a member of the International Monetary 
Fund and the International Bank for Reconstruction and 
Development on August 13, and the Federal Republic of 
Germany became a member on August 14. The Articles 
of Agreement of the two institutions were signed in 
Washington on behalf of the Government of Japan by 
his Excellency, Eikichi Araki, Ambassador to the United 
States, and on behalf of the Federal Republic of Germany 
by Dr. Hans.E. Riesser, Counselor of the Diplomatic 
Mission to the United States. 

Japan’s quota in the Fund is $250 million, and its sub- 
scription to the capital stock of the Bank is 2,500 shares 
with a total par value of $250 million. The quota of 


The Reserve Bank of India’s Annual Report on Cur- 
rency and Finance for 1951-52 (year ended March 31) 
shows that the Indian economy in the first part of that 
year responded to the world-wide inflationary pressures 
engendered by the outbreak of the Korean war, and sub- 
sequently was stabilized with the stretching out of rearm- 
ament programs and greater resort to monetary discipline 
by the major countries. Like several other countries, 
India resorted to monetary and fiscal measures to curb 
inflation. 

Foremost among the financial developments in India 
was the change in monetary and credit policies of the 
Reserve Bank in response to the unusual expansion in 
bank credit in the post-Korean period and the severe 
strain it placed on the banking system. Three measures 
were taken: (1) For the first time in 17 years the Bank 
rate was raised on November 15, 1951, from 3 to 344 per 
cent; (2) the Bank’s open-market policy was revised, the 
Bank granting loans against government securities for the 
scheduled banks’ seasonal needs, rather than buying the 
securities outright; (3) in January 1952, the Bank at- 
tempted to introduce a new element of elasticity in the 
money market by initiating a bill market. The Bank 
advanced to the scheduled banks against usance (com- 
mercial) bills a substantial amount of assistance for 
seasonal needs. As a result of these credit measures and 
of the steep fall in wholesale prices in February and 
March 1952, the expansion in credit slowed down toward 
the close of the fiscal year. 

Other domestic stabilization measures included reten- 
tion by the Government of export duties during the greater 
part of the year and budgeting for a revenue surplus to 





Economic Developments in India 


the Federal Republic of Germany in the Fund is $330 mit 
lion, and its subscription to the capital stock of the 
Bank is 3,300 shares with a total par value of $330 million. 
Fifty-three nations are now members of the Fund and 
of the Bank. Admission of Japan and Germany brought the 
total of members’ quotas in the Fund to $8,733,500,000. 
The total subscribed capital of the Bank is now 
$9,033,500,000. 
Sources: International Monetary Fund and International 
Bank for Reconstruction and Development, 
Joint Press Releases (Fund Releases No. 189 
and 190, Bank Releases No. 300 and 301), 
Washington, D. C., August 13 and 14, 1952. 


meet a part of the capital expenditure. This surplus and 
the sale proceeds from wheat obtained under the U.S. 
wheat loan helped the authorities to finance without 
difficulty the year’s development program. 

In addition, the domestic supply of commodities was 
improved during the year by higher production, liberal- 
ization of import restrictions, and regulation of exports. 
Industrial production showed a marked improvement, 
the official index (1946 = 100) rising to 117.4 in 1951 
against 105.2 in 1950 and 106.3 in 1949. There was a 
fuller utilization of industrial capacity in 1951 than in 
the preceding year because of improved industrial rela- 
tions and a greater supply of raw materials. However, 
the food situation continued to be difficult during 1951, 
with lower domestic production necessitating larger im- 
ports of foodgrains, amounting to 4.7 million tons in 
1951 against 2.1 million tons in 1950. 

Prices in general, after an initial spurt, showed a more 
or less continuous downward trend. The wholesale price 
index rose from 397.1 (August 1939 — 100) on June 24, 
1950 to 462.0 by mid-April 1951, and then declined 
gradually to 428.8 by the end of January 1952. There- 
after, the fall was rapid, the index at the end of March 
being 378.2. While the authorities’ disinflationary meas- 
ures helped sustain the downward trend initiated by inter- 
national developments, the later precipitate decline re- 
sulted from speculative overtrading and heavy accumula- 
tion of stocks. After March, there was some recovery in 
prices, which reflected government measures toward pro- 
gressive liberalization of export restrictions and partial 
relaxation of domestic controls. 

The money supply during 1951-52 declined by Rs 1,720 
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million, compared with an increase of Rs 990 million in 
the previous year. There was a relatively small expan- 
sion during the period of peak seasonal activity. These 
changes resulted mainly from the large balance of pay- 
ments deficit and the improvement in the Government’s 
balances. 

The capital market was bearish compared with the 
preceding year. Government security prices fell steeply 
because of the change in the Bank rate and withdrawal 
of support. Share values also declined after July 1951, 
the decrease over the year amounting to 13 per cent. 

Budgets of the Central Government and the States show 
over-all deficits for the years 1951-52 and 1952-53. For 
the two-year period 1951-53 the budgeted outlay on 
development under the Five-Year Plan amounts to 
Rs 6,670 million. Resources available amount to Rs 4,550 
million, and the difference of Rs 2,120 million is being 
financed from cash balances. 

Substantial foreign assistance is envisaged for financ- 
ing the development plan. Loans and grants thus far 
received from the United States, Australia, Canada, and 
New Zealand amount to about Rs 1,280 million (US$268 
million). In addition, a balance of Rs 90 million 
(US$18.5 million) is available from loans from the 
International Bank for Reconstruction and Development. 
If the gap in resources in the public sector were covered 
by external finance, it would be possible for India to 
carry out the development program without undue strain 
on the economy. 

Trade policy during the year was directed toward 
augmenting supplies required for development and essen- 
tial consumption. Compared with 1950, the value of 
both imports and exports rose to high levels in 1951, 
but imports rose more than exports, so that the trade 
balance changed from a surplus of Rs 280 million in 
1950 to a deficit of Rs 1,400 million in 1951, and the 
balance of payments on current account showed a deficit 
of Rs 935 million, against a surplus of Rs 575 million in 
1950. The deficit is accounted for entirely by trans- 
actions with non-sterling area countries. The deficit with 
these countries rose from less than Rs 20 million in 1950 
to over Rs 1,590 million in 1951. Despite the increased 
deficit of Rs 470 million with Pakistan (Rs 20 million in 
1950), there was actually an increase in India’s surplus 
with the sterling area. 

Source: Reserve Bank of India, Report on Currency and 
Finance for 1951 (Press Summary), Bombay, 
India, August 7, 1952. 


Europe 


U.K. Gold and Dollar Reserves 


The gold and dollar reserves of the United Kingdom 
rose by $31 million in July, so that at the end of the 


month they totaled $1,716 million. The increase was 
accounted for largely by two favorable factors. First, the 
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United Kingdom received $37 million under the Katz- 
Gaitskell Agreement whereby the United States undertook 
to reimburse the United Kingdom in dollars for any gold 
payable to EPU as the result of allowing other members 
of EPU to use their sterling balances to finance their net 
deficits in the Union. Second, U.K. gold payments 
to EPU were reduced by an advance payment of £8.9 
million by Belgium in respect of arms to be delivered in 
the future. The United Kingdom also received $24 mil- 
lion from the United States as defense aid. 


The gold and dollar reserves position will be adversely ; 


affected in August by the substantial payments which are 
to be made to EPU to cover the deficit of $99 million 


incurred in July. This July deficit was twice as large as | 
that in June, and was caused partly by a payment which | 
the United Kingdom had to make to Denmark in the form | 


of a bonus arising under the existing agreement on bacon 

shipments. The United Kingdom EPU account was also 

adversely affected in July by capital payments to the 

Netherlands by the Shell and Unilever companies. 

Source: The Financial Times, London, England, August 
5, 1952. 


Annual Report of the Bank of England 


The recently published Bank of England annual re- 
port for the year ended February 29, 1952 states that in ff 
1951 there was a substantial increase in the amount of f 
sterling transferred between countries outside the ster- 
ling area, both under automatic facilities and under the f 
administrative facilities available at the Bank of England. [ 


The amounts so transferred, excluding transfers to and 


from American Account countries, increased from £143 f 


million in 1950 to £241 million in 1951 for automatic 
facilities, and from £155 million to £222 million for the 
special administrative facilities. Egypt, the Netherlands 
and Italian monetary areas, and Scandinavian countries 
made considerable use of transferability. Transfers be- 
tween OEEC countries rose from £78 million to £112 
million. Transfers by OEEC countries to other countries 
outside the sterling area rose from £59 million to £82 
million, while those of other countries outside the sterling 
area to OEEC countries increased from £99 million to 
£179 million. The net inflow from countries outside the 
sterling area to the OEEC countries therefore rose from 
£40 million to £97 million. In addition to these transfers 
there was a large increase in merchanting transactions on 
a sterling basis and also in sterling payments to non- 
sterling area countries under the coffee, rubber, tin, and 
cocoa schemes, the amount of these payments rising from 
£75 million in 1950 to £128 million in 1951. 

The report also gives some estimates for the nominal 
value of outstanding overseas investments of U.K. resi- 
dents. In 1950, the last year for which figures are avail- 
able, the nominal value of U.K. investments decreased by 
£18 million, to £2,020 million, compared with a total of 
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£3,545 million at the end of 1938. Largely as a result 
of the sterling devaluation in 1949, the total of interest 
and dividends gross of U.K. tax amounted to nearly 
£142 million, or about £25 million more than in the 
previous year. In 1938 the corresponding figure was 
£155 million. 


Source: The Times, London, England, August 1, 1952. 


U.K. Re-exports to EPU Countries 


The Bank of England has announced that it is prepared, 
for the time being, to consider applications by residents 
of the United Kingdom acting as principals to purchase 
raw materials from residents of the American Account 
Area and Canada for resale to EPU countries (excluding 
any scheduled territory countries) for sterling. The 
permissible sphere for such re-exports will include the 
overseas monetary areas of Belgium, France, Italy, the 
Netherlands, and Portugal. It is understood that this 
new facility will cover most raw materials, with the 
exception of such scarce materials as steel and other 
commodities which are under allocation by the Inter- 
national Materials Conference in Washington. Since the 
U.K. deficit in EPU has now to be settled one hundred 
per cent in gold, the new facility will not, for the time 
being, result in any net expenditure of dollars from the 
central reserves. 

Sources: The Times, August 6, 1952, and The Economist, 
August 9, 1952, London, England. 


Belgian Measures Against Unemployment 

As part of its program to combat unemployment, the 
Belgian Government has introduced in the Parliament two 
new measures. A draft bill provides for important tax 
reductions both for new enterprises and for existing 
enterprises that are extending their production facil- 
ities, if the enterprises are in areas suffering from un- 
employment. To be eligible for the tax rebates, the 
capital investment of a new enterprise, or the addition 
to production facilities of an existing enterprise, must 
be at least Bfr 250,000; also, a specified minimum num- 
ber of workers must be employed. These enterprises 
will be exempt for five years from the property tax on 
land and buildings acquired before the end of 1955; 
will be given an extra depreciation allowance; and will 
be permitted to offset, for tax purposes, losses in any one 
of the first three years against profits made during 
the five subsequent years. Certain other tax benefits are 
also granted. 

The second bill provides for the creation of a National 
Investment Corporation, which will be separate from the 
National Corporation for Credit to Industry but will be 
linked closely to it, with personnel and buildings in com- 
mon. The National Investment Corporation will have a 
capital of Bfr 100 million and will be permitted to issue 
bonds of up to ten times this amount under government 
guarantee. It will be empowered to use these funds for 
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subscribing, up to 50 per cent, in the equity capital of 
new enterprises or in the expansion of existing enter- 
prises, provided that the enterprises contribute to the 
economic welfare of the country and that private capital 
is not forthcoming. The purpose of the Corporation will 
be only to supplement private capital; it will aim at dis- 
posing of its holdings as soon as possible. 
Sources: Agence Economique et Financiére, Brussels, 
Belgium, July 25 and 26, 1952; The Financial 
Times, London, England, July 28, 1952. 


Reduction of Discount Rates in the Netherlands 


Effective August 1952, the Netherlands Bank has again 
decreased its discount and interest rates by one half of 
one per cent. The new rates are 3 to 4.5 per cent, accord- 
ing to the number of signatures and the types of bor- 
rowers. In January of this year the rates had also been 
cut by one half of one per cent, so that now they are 
again at the level which preceded the full one per cent 
increase in April 1951. 

The Treasury has also announced a decrease in the 
discount rates for Treasury Paper which in the Nether- 
lands is sold over the counter. Effective August 1, the 
discounts on maturities of three and six months were de- 
creased by 0.125 per cent, to 0.375 and 0.625 per cent 
respectively; those for nine-month, one-year, and three- 
year paper were decreased by 0.25 per cent, to 0.75, 1.00 
and 1.75 per cent. The rate for five-year paper was 
decreased by 0.125, to 2.375 per cent. 

Press reports, commenting on the lowering of the 
discount rates, point to the large expansion of the coun- 
try’s liquid assets which accompanied the continuous 
increase of the Central Bank’s net foreign exchange and 
gold holdings. Between December 1951 and the end of 
July 1952, the total of these net foreign exchange and 
gold holdings rose from 1.66 billion guilders (equivalent 
to US$436 million) to 2.99 billion guilders ($788 mil- 
lion). This is reflected in part in the balance sheets of 
the five big commercial banks in the Netherlands, which 
showed for the first half of the year a decrease of 123 
million guilders ($34 million) in commercial credits and 
an increase of 438 million guilders ($115 million) in 
holdings of Treasury Paper, whereas the current account 
and time deposits of these banks increased by 264 million 
guilders ($69 million). In addition, there has been an 
increase in the public’s holdings of Treasury Paper and 
tax certificates. At present, it is considered desirable 
to stimulate rather than to discourage private investments. 
The reduction of the discount rates for Treasury Paper 
is seen as a measure aimed at checking the demand for 
this paper. The expectation is that the measures will 
result in a strengthening of the capital market. 
Sources: Het Financieele Dagblad, Amsterdam, Nether- 

lands, August 2, 1952; De Maasbode, Rotter- 
dam, Netherlands, August 1, 1952. 
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Denmark’s Foreign Exchange Position 


The reserves of Denmark’s National Bank, which had 
risen by some DKr 100 million (US$14 million) during 
the first quarter of this year and then fallen by about the 
same amount during the second quarter, rose in July, so 
that reserves were at about the same level as at the end 
of the first quarter. The July improvement resulted from 
a larger increase in foreign claims than in liabilities. 

The distribution of the National Bank’s foreign assets 
poses a problem which is worrying the authorities. The 
increase in foreign claims tends to be concentrated in 
the inconvertible currencies, and these claims amount 
to between one third and one fourth of the total claims. 
The most important of these claims are those on Finland, 
Poland, Czechoslovakia, Spain, and Argentina. For 
several of these countries, Denmark is approaching the 
credit limit set in the payments agreements, and it is 
expected that when the limits are reached Danish exports 
to these countries will have to be curtailed. At present 
the authorities do not expect the situation to improve 
because of larger Danish imports since, in view of the 
high price level in these countries, goods may usually 
be bought cheaper elsewhere. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 8, 1952. 


Norway’s Balance of Payments 


During the first half of this year Norway’s balance of 
payments on goods and services showed a surplus of 
NKr 250 million (US$35 million), compared with a 
deficit of NKr 40 million (US$5.6 million) in the same 
period last year. Of the surplus this year, NKr 230 mil- 
lion was accumulated during the first quarter; the second 
quarter surplus amounted to only NKr 20 million. This 
decline was due to a sharp drop in the value of exports 
at the same time that imports increased slightly, and to 
a small decrease in net freight earnings. 

When the first half of 1952 is compared with the same 
period last year, it is found that nearly all of the improve- 
ment was due to the shipping sector. Net freight earn- 
ings rose by NKr 310 million, or 36 per cent, and the 
import surplus of ships declined from NKr 285 million to 
NKr 110 million, mainly as a result of reduced imports 
of ships. The trade deficit, excluding ships, rose by 
NKr 220 million, because of an increase of NKr 284 mil- 
lion, or 11 per cent, in imports as a result of higher 
import prices. 

Norway received NKr 45 million ($6.3 million) in 
civilian goods under the Mutual Security Program dur- 
ing the first half of this year, compared with NKr 245 
million ($34 million) in the same period last year. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, August 4, 1952. 
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Illegal Sale of Norwegian Kroner in Sweden 


In the years since the war, some Norwegians entering 
Sweden have illegally sold Norwegian kroner to individ- 
uals in Sweden at a rate much below the official exchange 
rate. A Norwegian bank near the Norwegian-Swedish 
border now reports, however, that these sales have ceased. 
Swedish tourists in Norway no longer bring with them 
Norwegian kroner; instead, they exchange their Swedish 
kronor at the official rate at Norwegian banks. 

This change started last winter when a large number of 
Swedish tourists visited Norway for the Winter Olympics; 
since then the surplus of illegal Norwegian kroner in 
Sweden has been small. Also, the tourist traffic this 
summer has been so large that it has helped to absorb 
any surplus of Norwegian kroner which may have existed 
in Sweden. Other contributing factors may have been 
the increased allocation of foreign exchange to Nor- 
wegian tourists, from NKr 300 to NKr 500 per person, 
and the increased supply of consumer goods in Norway. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, July 29, 1952. 


Deterioration of Italy’s Trade 


Italian imports in the first half of 1952 rose to $1,185 
million, from $1,054 million in the first half of 1951, 
while exports declined to $707 million, from $770 mil- 
lion. Therefore, the trade deficit in the first half of 1952, 
at $478 million, was about 70 per cent greater than the 
deficit in the first half of 1951. 

This deterioration is the result of a slow but steady 
decline in exports since November 1951; imports ex- 
ceeded $195 million per month (except in February when 
they were $181 million), compared with a monthly aver- 
age of $174 million for the first half of 1951. These 
changes may be traced, at least in part, to the virtually 
complete liberalization introduced last October for Ital- 
ian imports from EPU countries, and the import restric- 
tions imposed by a number of EPU countries last 
November. 

Source: Central Institute of Statistics, Notiziario Istat, 
Serie B, Rome, Italy, July 1952. 


Middle East 
Traffic on the Suez Canal 


According to the annual report of the Suez Canal 
Company, total traffic through the Suez Canal in 1951 
was 80.4 million tons, net, a figure which for the first 
time since the war shows a decrease when compared with 
the year before. The decrease, amounting to 1.4 million 
tons or 1.8 per cent, was due to a fall in the number of 
oil tankers passing through the Canal. North-South 
traffic dropped by 3.1 per cent, while South-North traffic 
lost only 0.4 per cent. Owing to a general increase in 
oil production in the countries bordering the Persian 














Ting 
ivid- 
ange 
sdish 
ased. 
them 
edish 






























































er of 
pics; 
er in 
» this 
bsorb 
xisted 
been 
Nor- 
erson, 
rway. 


, Nor- 






























$1,185 

1951, 
0 mil- 
f 1952, 
an the 












steady 
rts ex- 
y when 
y aver- 

These 
irtually 
or Ital- 
restric- 
ies last 














‘o Istat, 










z Canal 
in 1951 
the first 
red with 
L million 
umber of 
th-South 
th traffic 
crease in 
. Persian 




















INTERNATIONAL FINANCIAL News Survey, August 15, 1952 






Gulf, the loss of Iranian oil did not affect traffic as 
sharply as might have been expected. Traffic other than 
tankers increased during the year. 

The total weight of goods carried reached a record 
figure of 76.8 million tons, which was 4.1 million tons, 
or 5.7 per cent, higher than in 1950, and 174 per cent 
above the 1933-37 average. Three fourths of the increase 
over 1950 occurred in the first quarter of the year, when 
the tonnage of “dry” goods only rose by 3.8 million tons. 

The distribution of total trade, both imports and 
exports, between the various parts of the world which 
shared in the Canal traffic was as follows, in percentages 
of total trade: Europe, 83.5 in 1951 and 79 in 1950; 
Persian Gulf, 57.4 in 1951 and 66.5 in 1950; North 
America, 11.7 in 1951 and 16.3 in 1950; Far East, 15.1 
in 1951 and 12.3 in 1950; India, 13.5 in 1951 and 10.7 
in 1950; East Africa and the Red Sea, 7.2 in 1951 and 
4.8 in 1950; Australia, 6.7 in 1951 and 5.7 in 1950. 

The Suez Canal Company states that, though shipping 
tonnage through the Canal dropped only slightly and 
goods tonnage rose by 6 per cent, this surface stability 
masks profound changes. The flow of certain com- 
modities, such as oil, cereals, coal, and ferrous metals, 
has been substantially affected, and new fears are arising 
or old ones returning to influence trade. However, 
despite all the difficulties, prospects for trade through 
the Canal are still encouraging. 

Source: Journal of the Anglo-Egyptian Chamber of Com- 
merce, London, England, June 1952. 


Egyptian Company Law 

In order to encourage foreign investment in Egypt, 
the Government has issued a decree law amending Article 
6 of the Company Law (Law 138 of 1947). The amend- 
ment provides that foreign capitalists may now hold 51 
per cent of a company’s capital instead of the 49 per cent 
previously allowed. Under the new provision, the mini- 
mum 49 per cent,of the shares must be offered to Egyptian 
nationals, but if this percentage is not sold within one 
month foreigners may increase their holdings above 51 
per cent. The new provision applies only to new com- 
panies and to new increases in the capital of existing 
ones. The Government has also agreed to the transfer 
of profits abroad. 


Two other main provisions of the 1947 Law affecting 
foreign interests are still operative. First, at least 40 per 
cent of the directors of any Egyptian joint stock company 
must be Egyptian. Secondly, the number of Egyptian 
salaried employees must be not less than 65 per cent of 
the total; and the Egyptian wage earners employed must 
be not less than 90 per cent of the total number of wage 
earners and their remuneration not less than 80 per cent. 
The second provision applies to branches and agencies 
of joint stock companies registered abroad as well as to 
Egyptian companies. 
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Sources: L’Observateur, July 22 and 31, 1952, and 
Al Ahram, July 31 and August 1, 1952, Cairo, 
Egypt; The Financial Times, London, England, 
August 1, 1952; The Journal of Commerce. 
New York, N. Y., August 1, 1952. 


Guarantee of U.S. Investment in Israel 

Israel and the United States have signed an agreement 
under which U.S. private investments in Israel will be 
guaranteed against loss by expropriation and the risk of 
inability to convert profits and principal into U.S. dollars. 
Under the plan, prospective American investors must re- 
ceive approval of their projects from the Israeli Govern- 
ment Investment Center, and then negotiate a guarantee 
contract with the Mutual Security Agency in Washington. 
Source: The Wall Street Journal, New York, N. Y., 

August 11, 1952. 


Oil Production in Kuwait 
Crude oil production in Kuwait during the first six 
nonths of this year was 66.9 per cent above that in the 
corresponding period of 1951. Output this year averaged 
742,236 barrels per day (a total of 18,255,018 tons), 
against 448,924 barrels daily (10,937,188 tons total) in 
the 1951 period. Production in June lagged slightly 
behind the May daily average of 767,190 barrels 
(3,110,231 tons total). The highest daily average 
recorded is 788,348 barrels for March this year. 
Source: The Journal of Commerce, New York, N. Y., 
July 31, 1952. 


Syria’s Balance of Payments 

Syria’s balance of payments for 1951 shows a deficit 
of LS 26 million (LS 2.2 = US$1), compared with a 
surplus of LS 17 million in 1950. The deterioration is 
attributed mainly to an increase in imports, from LS 338 
million to LS 418 million. Syria, which was a net ex- 
porter of cereals in 1950, had to import wheat in 1951 
because of a bad crop failure. Exports in 1951 were 
LS 292 million against LS 270 million in 1950, the 
increase being due mainly to the larger volume and 
higher prices of cotton exports. Invisibles netted LS 100 
million in 1951 against LS 85 million in 1950, mainly as 
a result of higher royalty payments by oil companies. 
Source: Le Commerce du Levant, Beirut, Lebanon, July 


30, 1952. 


Pakistan-India Trade Agreement 

Pakistan and India have decided to extend for one 
year, starting July 1952, their trade agreement of Febru- 
ary 1951. However, the new agreement excludes coal, 
jute, cotton, and cotton manufactures. This is not 
intended as a ban on exchanges in these articles; they 
have been left for trade to handle. Jute was excluded 
because of India’s objection to Pakistan’s discriminating 
duty on raw jute exports to India. Pakistan is reported 
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to have imposed this duty as retaliation against India’s 

self-sufficiency drive in jute. 

Source: The Financial Times, London, England, August 
6, 1952. 


Far East 


Ceylon’s Rice Imports 
Following the visit of Ceylon’s Minister of Food and 
Agriculture to the United Kingdom, there has been an 
agreement that the United Kingdom will release the 
dollars needed for Ceylon’s purchase of a fair quantity 
of rice from the United States during the period Sep- 
tember 1952 to February 1953. In 1951, total rice 
imports amounted to 394,472 long tons, compared with 
482,390 long tons in the previous year. Ceylon’s at- 
tempt to enter into a forward contract to obtain 1952 
requirements from Burma has not been successful. 
Source: Ceylon Government Information Department, 
Ceylon News Letter, Colombo, Ceylon, August 1, 
1952. 


Transfer of Thai Government Owned Sugar Refineries 
The Ministry of Industry of Thailand is working out 
plans to transfer the government owned and operated 
sugar industry to private industry. If there should be 
insufficient capital, the Government will be willing to 
buy 51 per cent of the total shares. Arrangements to 
admit foreign capital to the new sugar company have 
not yet been decided upon by the Council of Ministers. 
Source: Far East Trader, New York, N. Y., August 6, 
1952. 


Opening of Japanese Overseas. Banks 

The Japanese Ministry of Finance granted authoriza- 
tion, as of April 24, 1952, to the Bank of Tokyo and 
four other Class A exchange banks to establish branch 
offices overseas. The Bank of Tokyo is now authorized 
to open branches in New York and London, while the 
Chiyoda Bank and the Bank of Osaka may operate in 
New York, and the Teikoku and Fuji Banks are per- 
mitted to send personnel to London. Thus New York 
and London will each have three Japanese banks. None 
of the remaining Class A exchange banks have been 
autherized to operate in the New York and London areas. 
Most of the seven unauthorized banks are filing petitions 
with the Ministry of Finance for the privilege of estab- 
lishing branches, and they are endeavoring to operate 
in Taipeh, Hong Kong, Bangkok, Karachi, and other 
places if neither representation nor the opening of 
branches in New York and London is permitted. Because 
of its special functions, the Kogyo Ginko (Industrial 
Bank of Japan) is the only bank that is not interested 
in sending representatives overseas. 

Before World War II, there was no restriction on the 
establishment by Japanese exchange banks of overseas 
branches or agencies; but only the Yokohama Specie 
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Bank (present Bank of Tokyo), the Mitsui Bank (the 
present Teikoku), the Mitsubishi Bank (Chiyoda), the 
Sumitomo Bank (Bank of Osaka), and the Banks of 
Taiwan and Chosen (now defunct) had branch offices 
abroad. The only firm operating a world-wide chain of 
branches was the Yokohama Specie Bank. After the 
war, however, there was a sudden increase in the number 
of banks dealing in foreign exchange; and after August 
1951 when agents of these banks were permitted entry 
as temporary visitors, the twelve exchange banks sta- 
tioned representatives in New York and London, despite 
the fact that the volume of business was low. This led 
to the policy of the Ministry of Finance to withhold 
authorization for the opening of branch banks overseas 
by all exchange banks. 

Source: The Oriental Economist, Tokyo, Japan, June 7, 

1952. 


Philippine Sugar Situation 

Philippine sugar production for the 1952-53 crop 
year (October-September) is expected to be at least 
1.3 million short tons, raw value, compared with 1.03 
million tons produced from the 1951-52 crop as of 
July 6, and around 927,000 tons produced in 1950-51. 
The increased production for 1952-53 means that, after 
allowing for requirements for domestic consumption and 
the 952,000 tons needed to fill the entire quota of sugar 
exports to the United States, there will be an export 
surplus (73,000 tons) for the first time since the end 
of World War II. 


Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., August 1, 
1952. 


United States and Canada 


U.S. Cotton Crop 

The 1952 cotton crop will amount to 14.7 million 
bales, according to a recent estimate of the U. S. De- 
partment of Agriculture. Production in 1951 was 
15.1 million bales, and in 1950, about 10 million 
bales. Drought in the southeastern producing area is 
mainly responsible for the estimated decrease in pro- 
duction, to a level about 8 per cent below the govern- 
ment goal of 16 million bales. Stocks carried over from 
last year are 2.5 million bales, the lowest since the 
1920’s; even with moderate domestic and export demand 
this season, total supplies will not be excessive. 
Source: The Wall Street Journal, New York, N. Y., 

August 9, 1952. 


Canadian Dollar 

The Canadian dollar rose above US$1.04 in New York 
on August 6, and it was still above US$1.04 on August 
11. This is the second time this year that the Canadian 
dollar has risen above US$1.04 (see this News Survey, 
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Volume V, p. 24). The latest rise is attributed to a 
demand for Canadian currency from European countries 
and non-European countries which operate through Lon- 
don. Much of this demand is connected with exports 
of Canadian wheat and other grains. The rise led to 
heavy selling of Canadian securities in New York, and 
the Bank of Canada lowered its standing bids for certain 
Canadian Government issues in an attempt to discourage 
sales. There was no sign of any other intervention by 
the Bank of Canada to steady the movement. 

Sources: The Journal of Commerce, New York, N. Y., 
August 7 and 12, 1952. 


Canadian Grain Exports 

Preliminary reports indicate that Canadian grain ex- 
ports totaled 509 million bushels during the crop year 
ended July 31, 1952. Wheat and flour exports amounted 
to 357 million bushels, oats to 72 million bushels, and 
barley to 70 million bushels. The 1951 grain crop was 
difficult to handle since harvesting and threshing were 
delayed by wet weather, which also put the grain in poor 
condition. 
Source: Department of Trade and Commerce, Press 

Release, Ottawa, Canada, August 7, 1952. 


Latin America 


Venezuelan Crude Oil Prices 

The Creole Petroleum Company, the largest producer 
in Venezuela, has begun to quote crude oil prices f.o.b. 
Venezuelan ports. According to the company’s announce- 
ment, this decision has been prompted by the fact that 
the country is now the leading exporter of petroleum, 
having replaced the United States in that position, and 
is the second greatest producer. On July 24, 1952, the 
company posted its first listing of prices at which it is 
prepared to buy or sell Venezuelan crudes for tanker 
loading, other than purchases subject to agreement with 
the Venezuelan Government. The prices given in this 
first quotation range from $1.40 to $2.95 per barrel, 
according to the type of crude and the port of loading. 
Provision is made for adjusting these prices for varia- 
tions in specific gravity. Purchases made in the oil 
fields will be subject to the same prices, less charges for 
terminal and pipe line services at published rates. 
Sources: El Nacional, July 24, 1952, and El Universal, 

July 24, 1952, Caracas, Venezuela. 


Export-Import Bank Loan to Ecuador 

The Export-Import Bank of Washington announced 
on August 5 approval of a credit of $165,000 to the 
Republic of Ecuador, to assist in financing the recon- 
struction and enlargement of the water supply system and 
the construction of a sewer system for the town of 
Guano, one of the areas of Ecuador devastated by the 
earthquake of 1949, The credit forms a part of the 
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earthquake reconstruction commitment made by the 
Bank in December 1949, 

The credit will be used exclusively to finance the pur- 
chase and transportation to Ecuador of U. S. materials, 
supplies, and equipment. Local costs will be borne jointly 
by the town of Guano and the Reconstruction Board of 
Chimborazo. 

The credit will be repayable in quarterly installments 
over a twenty-year period, with interest at the rate of 
344 per cent per annum. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., August 5, 1952. 


Bolivian Mineral Export Monopoly 

Under a recent decree in Bolivia, the Banco Minero 
will purchase, with domestic currency, all of the mineral 
production of the large and medium miners, will export 
the minerals, and will surrender the exchange to the 
Central Bank within 30 days after shipment. The small 
miners will continue to sell to the Banco Minero, as 
previously. For tin, the Banco Minero will make a pro- 
visional advance of up to 80 per cent of the estimated 
value of the tin ores and another 10 per cent when such 
ores reach port; it will pay the balance after the sale 
is completed abroad. The percentage of advance for 
other minerals will be determined by the Banco Minero. 
The mining companies will be required to submit appli- 
cations to the Banco Minero for foreign exchange needed 
for importing machinery and equipment, exploring and 
installing new plant, and importing articles not produced 
in the country. The Banco Minero will have to approve 
such applications within 48 hours, and the Central Bank 
will be required to open the corresponding credits abroad 
within 24 hours. Applications for exchange for salaries 
of technicians and for the payment of dividends will 
require the approval of the Ministry of Mines and Pe- 
troleum. The mining companies must provide docu- 
mentary proof of such payments. Previous to this decree 
the mining companies retained given proportions of their 
export receipts for the purpose of making the payments. 
Source: Banco Minero de Bolivia, Carta Informativa, 

No. 8, La Paz, Bolivia, June 1952. 


Other Countries 


Australian Federal Budget for 1952-53 

The proposed 1952-53 budget of the Australian Com- 
monwealth Government, introduced in the House of Rep- 
resentatives on August 6, is in balance, in contrast to 
the 1951-52 budget which estimated a surplus of £A 114.5 
million; the actual surplus proved to be £A 98.5 million. 
Total expenditure for 1952-53 is estimated at £A 958 
million, £A 56 million more than last year; the main 
item accounting for this increase is a SA 31 million rise 
in defense expenditure. Commonwealth expenditure on 
public works and services is estimated at £A 107 million, 


£A 4 million less than in 1951-52. In the absence of 
tax changes, budgetary revenue would amount to 
£A 1,009 million, compared with budgeted revenue of 
£A 1,056 million for 1951-52. In view of the fact that 
business has passed into a phase of slackness and uncer- 
tainty, certain adjustments and reductions in taxation 
are proposed to provide incentives to business. Cost 
inflation continues, however, and certain other character- 
istics of inflation are still present, such as weakness in 
the public loan market. 

Tax concessions include the elimination of the special 
levies of 10 per cent on income tax and social services 
contributions which were imposed last year; a reduction 
in the rate of tax on the first £A 5,000 of taxable income 
of public companies; the discontinuance of advance 
income tax payments by companies, which was intro- 
duced last year; the vacating of the land tax field, 
effective July 1; a reduction, from 6624 per cent to 50 
per cent, in the maximum rate of the sales tax; and 
other specific sales tax cuts. 

Whereas last year the Commonwealth Government 
used the budget surplus to finance a large part of the 
public works programs of the separate States, this year 
it is not proposed to use current revenue for this purpose. 
Therefore, some resort to bank credit to finance the 
States’ works programs is expected. 

When presenting the budget, the Commonwealth Treas- 
urer stated that the present system of Commonwealth- 
State financial relationships is radically unsound. The 
Commonwealth has to raise enormous sums of money 
for expenditure outside its own constitutional field. States 
meanwhile spend vast sums, for the raising of which 
they, as Governments, have no responsibility. The Gov- 
ernment, therefore, regards a recasting of these arrange- 
ments as imperative and as a first step has informed 
the States that it is prepared to put them again in a 
position to raise revenues for their own purposes from 
taxation. 

The Treasurer also said that international reserves had 
fallen to £A 362 million on June 30, compared with 
£A 843 million a year earlier. The commodity trade 
deficit for 1951-52 amounted to £A 383 million; includ- 
ing freight and insurance the deficit was £A 530 million. 
According to the Treasurer, present reserves are none 
too large for Australia’s requirements, and this means 
at the very least that Australia cannot afford to spend 
on imports more than it obtains from exports and pro- 
ceeds of overseas borrowing or private investment in 
Australia. Import restrictions announced on March 8 
are now beginning to become fully effective and the 
immediate problem has been successfully brought under 
control, although to make Australia’s position really safe 
no effort must be spared to build up reserves. 


Source: Embassy of Australia, Press Release, Washing- 
ton, D. C., August 6, 1952. 


INTERNATIONAL FINANCIAL News Survey, August 15, 1952 


New Zealand Budget and Import Cuts 

The New Zealand budget for 1952-53 follows a pattern 
similar to that of the Australian budget, though the 
proposed changes are on a much smaller scale. Tax 
concessions and increased social security benefits costing 
about £8 million were announced. Total revenue for 
the Consolidated Fund for the year is estimated at 
£170 million. Expenditure from the Fund, including a 
transfer of £14.2 million to the social security account, 
would amount to £167.3 million, leaving « surplus of 
£2.7 million. Capital expenditure by the State is main- 
tained at almost the same money value as in 1951-52, 
which presumably means a cut in real terms. Subsidies, 
which are paid largely on such essential foodstuffs as 
milk, butter, bread, and flour, would cost £16 million, 
and the Prime Minister stated that any future increases 
in costs beyond this ceiling would have to be passed on 
in higher prices. 

Largely as a result of the fall in wool prices, the New 
Zealand balance of payments is expected to show a sub- 
stantial deficit this year. The New Zealand Reserve Bank 
has announced that allocations of overseas exchange for 
1953 will be reduced to 40 per cent of the 1950 total. 
More than £300 million has already been requested for 
remittances in 1952, and the Reserve Bank has stated 
that it was not prepared, unless circumstances were 
exceptional, to draw further on overseas reserves in 1953. 


It is not intended to extend the availability of 1952 
licenses beyond the end of the year. A new element 
in sterling area exchange control practice has been intro- 
duced by the decision that exchange will be provided for 
imports coming from the sterling area and for which 
import licenses have already been allocated, but that 
licenses for other imports will be issued only on the 
understanding that they carry no assurance that ex- 
change will be provided. Hitherto the basic rule has 
been that any import license carried with it an automatic 
right to the exchange expenditure involved. 


Sources: The Financial Times, August 8, 1952, and The 
Economist, August 9, 1952, London, England. 
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